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OATH OR AFFIRMATION

1, Stephen Rogers , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supposting schedules pertaining to the firm of

RFS Partners , as

of December 31 ,20 04 , are true and correct. I further swear (or affirm) that

neither the company nor any pariner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Sk T2

Signature

(Pre;\ et

Title
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®

tary Public

JUAN R. ZUNIGA
Commission # 1305162
Notary Public - Califomia £
San Francisco County
My Comm Expires May 20, 2005 §

is report ** contains (check all applicable boxes): _LEY
(a) Facing Page. ZEE <
(b) Statement of Financial Condition. INGH 2
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(1) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(§) A Reconciliation, including appropriate explanation of the Computation of Net Capital Uader Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) Areportdescribingany material inadequacies found to exist or found to have existed since the date of the previous audit.
(0) Auditors' Report on Internal Control.
*For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e}(3).
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AT WELLER & BAKER

Certified Public Accountanis

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Partmers
RFS Partners
San Francisco, California

We have audited the accompanying statement of financial condition of RFS Partners as of December 31,
2004, and the related statements of income (loss), changes in ownership equity, changes in liabilities
subordinated to claims of general creditors and cash flows for the year then ended that you are filing
pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are the
responsibility of the Company’s management. QOur responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of RFS Partners as of December 31, 2004, and the results of its operations and its cash
flows for the year then ended, in conformity with accounting principles generally accepted in the United
States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements, taken as
a whole. The information contained in Pages 3, 4, 6 and 7 is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 of the Securities and Exchange Commission.  Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

T i Wikl

Philadelphia, Pennsylvania
January 29, 2005
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER REFS Partners N 3
1
LI
STATERMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
as of (MMDDYY) 12/31/04 99
SECFLENO. 8-36128 98
Consolidated 198
Unconsolidated X ] [ T99
Allowable Non-Allowable Total
1. Cash . $ 1,116 200 $ 1,116 750
2. Receivables from brokers or dealers: '
A. Clearance account ..............ccooocoeieeeee. 3 295
B. Other ..o, 300 9% 550 810
3. Receivable from non-customers 355 600 | 830
4. Securities and spol commodities
owned al market value:
A, Exempled SECUities .............ooorooovoccerrrenens, 53,700 418
B. Debl securities ... 419
C. OPlIONS ..o 420
D. Other securities ...... 424
E. Spol commodities ... M 430 53,700 {850 |
5. Securities and/or other investments
not readily markelable:
A Atcosty $ ] 130]
8. Atestimated fawvave ... ... [440 ] 3,060 610 3,060 [860 |
6. Securities borrowed under subordination
agreements and partners’ individual and capital
securities accounts, at market value: ] 460 I ] 630 I | 880 l
A. Exempled
securities $ | 'BSDI
B. Other
securities $ l ‘iSOI
7. Secured demand notes: ... 470 l 640 I l 890 l
Market value of coflateral:
A. Exempted
securities $ ] 170'
B. Other
securities $ ] 180]
8. Memberships in exchanges:
A. Owned, at
market $ ] 190]
B. Owned, atcost ... ... .. I 650 l
C. Contributed for use of the company, at
MArKet Yalie ..o % [ 660 ] | 900 |
9. Investment in and receivables from affiliates, ,
subsidiafies and associaled partnerships ... 480 820,821 [670 ] 820,821 910
10. Property, furniture, equipment, feasehold
impravements and righis under fease agreements,
at cost-net of accumulated depreciation and
amoerization ... 490 680 |V 920
11, Otherassels ... e 535 735 930
12, TOTAL ASSETS oo 5§ 24,816 540 |$_ 823,881 740 | s 878,697 940
OMIT PENNIES
See Notes to Financial Statements Page | 02/03
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1A

BROKER OR DEALER RFS Partners

asof 12/31/04

STATEMENT OF FINANCIAL CONOITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.lL
Liabilities Liabilities Liabilities Total
13. Bank loans payable ...................ciicii. $ 1045 3§ (12551 8 [1470]
14. Payable to brokers or dealers:
A Clearance acCouml ...............ooovvomiicr e 1114 1315 1560
B. Other .. o 1115 1305 1540
15. Payable fo non—cus[omers 1155 1355 1610
16. Securities sold not yei purchased
atmarketvalue ... ... [1360] [ 1620]
17. Accounts payable, accrued labifities,
expenses and other .. ... 1205 [1385) 1685
18. Notes and morigages payable:
A, UNSECUTRE ..o 1210 1680
B. SECUIBH ..o 1211}~, [ 1390] v, 1700
19. E. Liabilities subordinated to claims
ot general creditors:
A. Cashborrowings: ... [ 1400) [1710]
1. {rom outsiders%, $ | 970]
2. includes equity subordination (15¢3-1{d
of ... $ {T980]
B. Securities borrowings, at market value ... ... ] 1410! I 1720|
from outsiders $ [ 990}
C. Pursuant to secured demand note
coblateral agreements .................oocoeeeis. 1420 1730|
1. from outsiders $ I‘EOOOI
2. includes equity subordination (15¢3-1(d
of ... $ 1010
D. Exchange memberships contributed for
use of company, at market value ... I 1430| | 1740|
E. Accounts and other borrowings not
qualified for net capital purposes ... 1220 1440 1750
20. TOTAL LIABILITIES oo $ NONE 1230] $ NONE 1450{ $ NONE 1760
Ownership Equily
21. Sole Proprietorship ... ST VOOV U U OO O OO OO NSO OU OO UUOU PRV T 1770
22. Partnership (imited pamers) ....................... s [1020]) 878,697 1780
23. Corporation:
AL PTEIBITEO SIOCK ... oot ee e ee et eea et e e e a1 e es e e e et ees s e eeeae e e eesnran 1791
B. Commonstock. ........... 1792
C. Additional paid-in capiial ... 1793
D. RetAINBE BAMMINGS ...ttt eeema e e ee e aeee e e ns s s e s enearesns e e e emsenen 1794
E. Tofai .. ettt oaemeaieaeseesbeeana i iesaieeseea eeea S £ASe SR s Rs LAt A e+ et ana e st emee s e e ea At ees st e i sanen 1795
F. Less capna! stock in lreasury ............ el ) 1796,
24. TOTAL OWNERSHIP EQUITY .. ettt neen $ 878,697 1800
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY SO OO VU OU OO OOV OUU OO 878.697 1810
OMIT PENNIES
See Notes to Financial Statements Page 2 02/C3




FINANCIAL AND OPERATIONA[ COMBINED UNIFORM SINGLE REPORT

PART lIA

BROKER OR DEALER RFS Partmers asof 12/31/04
COMPUTATION OF NET CAPITAL
1. Totalownership equity from Statement of FINAnCial COMTIION ..o ettt sereee et et et s sas i 878,697 3480
2. Deduct ownership equity not allowable for Net Capital ............. ... )| 3480
3. Total ownership equity qualified for Met Capital ... e ee e et e 878,697 3500
4. Add:
A. Liabiiities subordinated fo ¢laims of general creditors aflowable in computation of net capital ................ccooeerecernieeeee e 3520
B. Other (deductions) of allowable eredits (LIS) ... ettt e et et en et e 3525
5. Total capital and allowable subordinated Habilifies ... ... e et ettt O 3530
6. Deductions and/or charges:
A. Total non-allowable assets from
Statement of Financial Condition (Notes B and C) ..o 7y 823,881 3540
B. Secured demand note delinquency _.. . 3590
C. Commodity futures contracts and spot commodmes -
proprietary capital charges .. 3600
D. Other deductions and/or charges ....... 3610 L 823 ,881 ) 13620
7. Other additions and/or allowable credits (List) ... ettt eta et ettt a e een 3630
8. Net capital before haircuts on securities posmons Y 54,816 3640
9. Haircuts on securities (computed, where applu:able pursuant lo 151:3 1(f))
A. Contractual securities commitments ............... [SOSR .3 3660
B. Subordinated securities DOTFOWINGS ..ottt s 3670
C. Trading and investment securities:
1. Exempled SeCUNies ..o e e 1B, 3735
2. Debisecurities ... - 3733
3. 0plions ..o 3730
4. Other securities .. 1,074 3734
D. Undue Concentraticn 3650
E. Other (Lis) e 3736] 1,074 y[3740]
TO. NBE GADIAT ..ot e oo cee e eeeeeeees e oten e e eeseeemseee e oesseeesar s emee e eeeere st eeteee e e ee e eeneem e eaeenteee oo eees e eenne $ 53,742 [3750]
OMIT PENNIES
Net capital reported on unaudited FOCUS Report $53,719
Adjustment to haircuts on securities 23
Net capital as reported above $53,742
See Notes to Financial Statements ' Page 3 02/03



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART HA

BROKER OR DEALER RFS Partners asof __12/31/04
COMPUTATION OF NET CAPITAL REQUIREMENT

Part A
11. Minimum net capital required (6%,% of tine 19) .. $ 0 3756
12. Minimum dollar net capital requirement of repomng broker or dealer and mlmmum nel capttal requuemenl

of subsidiaries computed in accordance with Note (A) _. $ 5,000 3758
13. Net capita! requirement (greater of line 11 or 12) .. $ 5,000 3760
14. Excess net capital (fine 10 less 13) ... .3 48,742 3770
15. Excess net capital at 1000% (line 10!ess 10% one 19) SO OR SO oSTSO OSSO UUOORRUPROIOS. ~ 2 53,742 3780

GOMPUTATION OF AGGREGATE INDEBTEDNESS

16. Tolal A.L. fiabilities from Statement of Financial CoRAIION ..........o.cco oottt e st et e © 0 3790
17. Add:

A. Draits for immediate credit .. ISR T [3800

B. Market value of securities honowea for whlch no equwalem value

is paid or credited .. OO OO OO U UOUOUSTUUOUUSIUROPUOOE: 3810

C. Other unrecorded amounts (U_ast) $ 3820 § 3830
18. Total aggregate indebtedness . $ 0 3840
19. Percentage of aggregate lndeh!edness to ne! capalal (Ime 18 = by Ime 10) ............ I 0 3850
20. Percentage of debt 1o debt-equity tolal compuled in accordance With Rule 15C3-T{0) ..o e enaeae % N/A 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
21. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the net capital computation including both brakers or dealers and consolidated subsidiaries’ debits .......... b3 N / A 3970
22. Minimum doflar net capital requiremnent of reporting broker or dealer and minimum net capilal requirement of

subsidiaries computed in accordance with Note (A) ... 3880
23. Nel capital requirement (greater of fine 21 or 22) ... . 3760
24, EXCESS CAPHAl (N8 T IBSS 23] .. oo et et e ese e et ant s et et e s es oo ea e a5 42k e ees e e tan 3910
25. Net capital in excess of the greaier of:

A. 5% of combined aggregale debil ilems of $120,000 . .. ettt $ N/A [3920]
NOTES:

{A) The minimum net capiial requirement should be computed by adding the minimum doifar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consclidated, the greater of:

1. Minimum dollar net capital requirement , or

2. ©%,% of aggregate indebiedness or 4% of agqregate debits if altemative method is used.

{B) Do not deduct the value of securities borrowed under subordinalion agreements or secured demand note covered by subordination agreements not in satisfactory form

{C) Forreports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a tist of material non-allowable assets.

See Notes to Financial Statements

Page 4

and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and partners’ securities which were included in non-allowable
assels.

02/03




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I1A

BROKER OR DEALER RFS Partners
For the period (MMDDYY) from%01/01/04[393210 12/31/04 [393
Number of months included in this statement 12 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions:
a. Commissions on transactions in exchange listed equity securities executed on an exchange 3935
b. Commissions on listed 0PHON HANSACHONS ... 3938
¢. All other securities commissions .. 3939
d. Totai securities commissions . . 3940
2. Gains or losses on firm securities ifadmg accounls
a. From market making in options on a national SeCUMies eXChANGE ... oot a et ca e s et s 3945
b. From ali other trading ... 3949
c. Total gain (loss) ... 3950
3. Gains or losses on firm securmes mvestment accoums (840) 3952
4. Profit (loss) from underwriling and selling groups ........ - 3955
5. Revenue from sale of inveStment COMPANY SRATES ... .. .ottt e 3970
6. Commodities revenue .. . . 3990
7. Fees for account supemston mvestment adv:sory and admlmstratlve services . 3975
8. DN FBVRIIUC ..o ettt et e e e e e et ee e ee e ee e oo ee et eee et e et eee e ere e reara e enens e 44,049 3995
Q. TOMAI TEVEMUE ... et et ee e en e 5ot e e D 43,209 4030
EXPENSES
10. Salaries and other employment costs for general partners and voting stockholder officers ... .. 4120
11. Other employee compensation and benefits ... .. 4115
12. Commissions paid lo other broker-dealers ... 4140
13. Interest expense .. - 4075
a. lIncludes mterest on accounls subpecl lo subordmahon agfeements _______________________________________ [4070]
14. Regulatory 1885 AN @XPEMSES ........oo...ooeeeoee v oeeeeeeoeeeeeeer oo erceeeeeeeaese eee e msererereee s seees e veeesme e e 15,768 4195
15. Other expenses ... . 28,838 4100
16, TOMAE BXPEISES ..o eeeee et e ettt oot et ee oo e e eeeeee s s eer e et et eseseee e e e er e et seeree e oot eee e B 44,606 4200
NET INCOME
17. Income (foss) before Federal income taxes and items below {flem 9 1esS 1eM 16) .......o..ccooooorericerermee s ecses (1,397) 4210
18. Provision for Federal income taxes (for Parent ONIY) ... et oo e e s e e Y 4220
19. Equity in earnings (losses) of unconsolidated subsidiaries not inCluded @bOVe .............o oo 4222
a. Atter Federat income taxes 68 ... [4338]
20. Extraordinary gains (losses) ............ 4224
a. After Federal INCOME BAXES OF ... oooroomeeceeceereee oo e e e [4239]
21. Cumulative effect of changes in accounting principles .. 4225
22. Net income (loss) afler Federal income taxes and exlraordmary llems R OO SOV GSRUSUSOUIUSPUOIOUPU (1,397) 4230
MONTHLY iNCOME
23. Income (current month only) before provision for Federal income taxes and extraordinary #ems ... $ N/A 21
See Notes to Financial Siatements Page 5 02/03
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HA

BROKER OR DEALER RFS Partners

For the period (MMDDYY) from 01/01/04 to 12/31/04%

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, DEGINING Of PENIOA . ... oo oo oesessoee oo seeseesess e e nmnrenes e eenemereereee 8 880, 094 2240
A, NetINEOME (10SS) . ororooorooeeeoee oo (1,397) 4250
B. Additions {Includes non-conforming capitalof ... 0 4260
C. Deductions (ncludes non-conforming capital of ... 0 4270

2. Balance, end of Period (FIOMILEM 1800) .........ooooooooooo oo oeeeoooee oo oo eeeees s eoeeeeseeseeeseseeresemeeseresseseeesseeesseresreesore s B 818,697 [4290]

STATEMENT OF CHANGES (N LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, BEGINMING Of PEIIOG ... ..o e ree e eem e oo eees s e eeeeme s e eeeseeses e ereereeee e semreeeee e meenes e B0 B N/A 4300
A, increases.................... 4310
B DBGIRASES ..ottt ee et oo er e e bt o2 et et e et ea et et 4320

4. Balance, end Of Periof (FIOM HEM 3520) ... ooooooooeoeo oo eess e e s B N/A {4330

OMIT PENNIES

See Notes to Financial Statements Page 6 02/03
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FINANCIAL AND OPERATIONAL GCOMBINED UNIFORM SINGLE REPORT
PART A

BROKER OR DEALER RFS Partners asof 12/31/04

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

24. If an exemption from Rule 15¢3-1 is claimed, identify betow the section upon which such exemption is based (check one only)

A (K)(1) — $2.500 capital category as per Rule 15¢3-1 ... {85000 e X 4550
B, (K)}2){A) — "Special Account for the Exclusive Benem of customers” mam\amed . 4560
C. (){2)(B) — Alt customer transactions cleared through another broker-dealer on a tuﬂy disclosed baS|s
Name of clearing firm¥, 4335 4570
D. (k){(3) — Exempted by ordes of the Commission (include copy of 1eREr) ....co.o.o oo e e 4580
Ownership Equity and Subordinated Liabilities maturing of proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Net Capital.
Type of Proposed Amount o be
Withdrawal or Withdrawn (cash (MMDDYY) Expect
Accrual Insider or amount and/or Net Withdrawal or to
(See below Outsider? Capital Value of Maturity Renew
for code ) Name of Lender or Contributor (In or Oul) Securities) Date (Yes or No)
% [4600] [4601] [4602] [4603] [4604] {4605]
%2 [4610] [4611] [4612] [4613] [4614] [4615]
b {4620] [4621] {4622] 4623) [4624] [4625]
% [4630] [4631] 4632] [4633] [4634] {4635]
3s [4640] 4641 4642 [4643] [4644] [4645]
Total $% N/A {4699]
OMIT PENNIES

Instructions: Detail Listing must include the lotal of items maturing during the six month period following the report dale, regardless of whether or nol the capilal contribution is
expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six month period following the repoit date including
the proposed redemplion of stock and anlicipated accruals which would cause a reduction of Net Capital. These anticipated accruals would include amounts of
bonuses, pariners’ drawing accounts, laxes, and interest on capital, voluntary contributions to pension or profit sharing plans, etc., which have not been deducted

in the computation of Net Gapital, but which you anticipate will be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3. Accruals

See Notes to Financial Statements Page 7

02/03




RFS PARTNERS
STATEMENT OF CASH FLOWS

Year ended December 31, 2004

INCREASE (DECREASE) IN CASH

Cash flows from operating activities
Dividends and fees received
Filing fees and operating expenses paid

Net cash used for operating activities
Cash flows from investing activities
Purchase of investment securities

Net cash used for investing activities
Net decrease in cash
Cash
Beginning of year

End of year

RECONCILIATION OF NET INCOME TO NET CASH
USED FOR OPERATING ACTIVITIES

Net loss
Loss on investments

Net cash used for operating activities

§ 44,049
(44.606)

557

—(473)
473

(1,030)

2,146
$ 1116

$ (1,397)
840

557

See notes to financial statements




RFS PARTNERS

NOTES TO FINANCIAL STATEMENTS

December 31, 2004

)

&)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(A) REFS Partners (the “Company”) is a California limited partnership and the general partner of
CCM Partners which is the investment manager of the California Investment Trust Fund
Group.

(B) To date, the Company has not engaged in any activities relating to broker-dealer transactions.

REGULATORY REQUIREMENTS

The Company is exempt from the provisions of Rule 15¢-3-3 of the Securities Exchange Act of 1934
(reserve requirement for brokers and dealers) in that all transactions would be limited to the
purchase, sale and redemption of shares of a registered investment company; it does not hold funds
or securities for customers; and it promptly transmits all funds and delivers all securities in
connection with its activities as a broker or dealer.

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to maintain a minimum net capital, as defined, equal to the greater of $5,000
or 6-2/3% of aggregate indebtedness. Net capital and the related net capital ratio may fluctuate on
a daily basis. At December 31, 2004, the Company had net capital of $53,742, and net capital
requirements of $5,000. The percentage of aggregate indebtedness to net capital was 0%.

-9-
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TAIT WELLER & BAKER

Certified Public Accountants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON INTERNAL CONTROL REQUEIRED BY SEC RULE 17a-5

To the Pariners
REFES Partners
San Francisco, California

In planning and performing our audit of the financial statements of RFS Partners (the “Company”) for
the year ended December 31, 2004, we considered its internal control, including control activities for
safeguarding securities, in order to determine ocur auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and
for determining compliance with the exemptive provisions of rule 15¢3-3. Because of the Company does
not carry securities accounts for customers or perform custodial functions relating to customer securities,
we did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph, and to assess whether those
practices and procedures can be expected to achieve the Commission’s above-mentioned objectives.
Two of the objectives of internal control and the practices and procedures are to provide management
with reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of America.
Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.




Our consideration of the internal control would not necessarily disclose all matters in the internal control
structure that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation of the
specific internal control structure elements does not reduce to a relatively low level the risk that error or
fraud in amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their
assigned functions. However, we noted no matters involving internal control, including procedures for
safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at December 31, 2004, to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, and

other regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934, and is
not intended to be and should not be used by anyone other than these specified parties.
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